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German Economic Policy 


In an article in the Financial Times of London, Dr. Lud- 
wig Erhard, Minister for Economic Affairs of the Federal 
Republic of Germany, discusses the failure thus far to 
establish a system of freely convertible currencies. “Even 
today it does not look as if the struggle for the final stage 
of liberalization and for the abandonment of the last few 
sectors reserved to national economic manipulation is 
likely to have an early success. As we approach a large 
free European market, the resistance offered by national 
economic policies tends to stiffen. The harm this causes 
is suffered by every country individually and by all Euro- 
pean countries together, for it is above all the fear of 
providing complete freedom which nourishes the illusion 
that every national economy and every national govern- 
ment is completely free and independent in the methods 
and principles of its economic, financial, and monetary 
policies. A mistaken idea of national sovereignty has 
almost led countries to believe that they can disregard the 


principles of economic reason. .. . 


Dr. Erhard stated that he was not trying to sit in judg- 
ment when he observed that both the good and the bad, 
the strong and the weak, are equally incapable of finding, 
on their own, fruitful solutions even for the problems of 
their own national economies. Within the European Pay- 
ments Union, for example, it might be preferable to be 
in a favorable creditor position rather than in a strong 
debtor position. However, countries in both categories 
should realize that this state of affairs, or developments 
that lead to an even stronger discrepancy, are bound to 
become a danger to the system and to the welfare of all. 
There is a policy for good creditors and one for good 
debtors, and the two together can lead to success. Dr. 
Erhard added that Germany’s extreme creditor position 
caused him as much concern as another country’s extreme 
debtor position, for he would like to think that he is 


laboring on behalf of the whole European community. 
5 I ; 


In Dr. Erhard’s view, the trifling steps of liberaliza- 
tion, reduction of tariffs, or short-term capital aid are 
no longer sufficient to tackle the heart of the problem. 
These recommendations are always addressed to the 
creditors, which therefore wrongly appear as the only 
guilty parties, although it is clear that the debtor coun- 
tries also—perhaps even more than the others—have 


been responsible for a distortion of trading and balance 


of payments positions since they have jeopardized their 
internal stability. 

Dr. Erhard places the main responsibility for the false 
standards and false weights used in the trading exchanges 
on the fact that exchange rates have remained rigid and 
inelastic irrespective of (1) developments in wages and 
prices in individual countries and (2) the internal pur- 
chasing power of the currencies concerned. He believes 
that, even though there may be innumerable reasons for 
not tackling these problems, countries will soon be faced 
with the necessity of deciding whether they wish to safe- 
guard the peaceful and free cooperation of the Western 
world and achieve a genuine integration, or whether they 
are going to promote government manipulation, distorted 
competition, and a foreign trade handicap, and thus ini- 
tiate a process of disintegration. 

In the background thus outlined by Dr. Erhard, Ger- 
man economic policy is faced with the problem of main- 
taining the stability of the price level. As in every 
country with full employment and boom conditions, this 
problem is particularly difficult when political forces are 
pushing their demands beyond what the economy can 
afford and, at the same time, the possibilities of counter- 
acting or terminating the activity of these forces by 
international competition are limited. As a result of 
inadequate currency arrangements, the Government is not 
in a position to make the warning come true that “he who 
refuses to listen to reason must take the consequences.” 
This is why individual national economies are withdraw- 
ing more and more into isolation, instead of seeking 
strength in unity. If the present state of disorder were to 
spread, all the national economies would be faced with a 
very difficult problem of securing sufficient supplies of 
capital at a time when the continued softening of cur- 
rencies was leading to a shrinking of national savings. 
It would be unsatisfactory to attempt to meet capital 
requirements either by way of taxation, which is bound 
to lead to the destruction of the system of free enterprise 
and to an era of state capitalism, or even state socialism, 
or by expropriation by means of an inflationary policy 
without compensation. 

Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, May 31, 
1957. 
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IBRD Loan to India 


The World Bank on May 29 made a loan equivalent 
to US$9.8 million for the expansion of a thermal electric 
power plant at Trombay near Bombay. The additional 
power will help to alleviate the continuing shortage of 
power in the Bombay area. The borrowers are The Tata 
Hydro-Electric Power Supply Company, Limited, The 
Andhra Valley Power Supply Company, Limited, and The 
Tata Power Company, Limited. 


This is the second Bank loan for the Trombay thermal 
plant; a loan of $16.2 million in 1954 assisted in the con- 
struction of the plant with two generating units having a 
combined maximum capacity of 125,000 kilowatts. The 
new loan will help to pay for the installation of a third 
unit with a maximum capacity of 62,500 kilowatts. The 
first unit came into operation in December 1956, and the 
second is coming into operation in June of this year. 
These units are using by-products from an adjacent 
refinery as fuel. 


The new unit will be completed in 
April 1960. It will use coal from central India for fuel 


and will be equipped with coal crushing and handling 


Europe 
U.K. Industrial Production 


The latest index of industrial production in the United 
Kingdom suggests that, if strikes had not occurred in 
engineering and shipbuilding, total output in the first 
four months of the year would have been greater than in 
1956. The seasonally adjusted index for April is pro- 
visionally estimated at 136-137 (1948 average—100), 
against 136 both in March 1957 and in April 1956. The 
Times states that, with the recovery in the automobile 
industry, some revival in total production may be 
expected; by April, automobile output was little more 
than 24% per cent below the level of 1956, whereas in 
February it was still 30 per cent less than a year earlier. 


Source: The Times, London, England, May 30, 1957. 


Hire-Purchase Requirements in United Kingdom 


The minimum deposit requirement in the United King- 
dom on hire purchases of automobiles, motorcycles, and 
light vans was increased from 20 per cent to 334 per cent 
as of May 29; it had been reduced from 50 per cent to 
20 per cent in December 1956, because of the drastic 
reduction in sales caused by petrol rationing. The mini- 
mum deposit required for other mechanically propelled 
vehicles and for plant and machinery was lowered on 
May 29 from 50 per cent to 331% per cent. The repayment 
period for all these goods remains at 24 months. 


Source: The Times, London, England, May 29, 1957. 


U.K. Trade with Mainland China 


The U.K. Foreign Secretary announced on May 30 that, 
for control of trade with Mainland China, the United 


equipment; it will also be equipped to burn fuel oil, as 
well as by-products, from the refinery. 


The total cost of the expansion will be equivalent to 
$14 million. The local currency costs of $4.2 million 
will be met by the borrowers from their own resources. 
The Bank’s loan of $9.8 million will finance the costs of 
importing a boiler plant, turbine generator and con- 
densing equipment, accessory electrical equipment and 
transmission extension, coal handling, coal crushing, and 


ash disposal equipment, and other items. 


The loan is for 18 years and bears interest of 5°4 per 
cent, including the 1 per cent commission which is allo- 
cated to the Bank’s special reserve. Amortization will 
begin on April 15, 1960. The loan is guaranteed by India 
and is secured by a Trust Deed, with Baring Brothers 


& Co., Limited of London as trustees. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
May 29, 1957. 
Kingdom would adopt the same lists that have been used 
for trade with other countries in the Soviet area. It is 
officially estimated that the easing of controls might result 
in U.K. exports to China reaching an annual rate of £20 
million; in 1956, exports to China amounted to £10 
million. 


Source: The Times, London, England, May 31, 1957. 


Belgium's Monetary System 


An extraordinary general meeting of the shareholders 
of the National Bank of Belgium was held on May 27 to 
approve such modifications of its statutes as were made 
necessary by the law of April 12, 1957. The Governor of 
the Bank explained that the new law reintroduced the 
principal characteristics of Belgium’s pre-1914 monetary 
system. Its main provisions are those regarding the gold 
content of the Belgian franc, the minimum gold cover of 
the National Bank, and the convertibility of the Bank’s 
notes. The gold value of the Belgian franc is defined as 
equal to 0.01777 gram of fine gold; this represents no 
actual change, since it corresponds to the par value of 
the Belgian franc communicated to the International 
Monetary Fund on September 21, 1949. The present gold 
value of the franc is equal to 6.12 per cent of that in 1914 
and to 59 per cent of that in 1936. The new law prescribes 
that changes in the gold content of the franc are the 
exclusive prerogative of Parliament in accordance with 
Article 74 of the Constitution, which had temporarily been 
suspended by Legislative Decree No. 5 of May 1, 1944; 
in the past, the currency could be devalued by decision 
of the Government alone. 

Under the law of April 12, the National Bank is 
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required to cover a minimum of one third of its sight 
liabilities in gold. In fact, the Governor stated, the Bank 
should hold a gold and foreign exchange cover larger 
than the legally required minimum. Actually, the Bank’s 
holdings in gold and convertible currencies now amount 
if the credits 
granted to the European Payments Union are included, 


to 40 per cent of its sight obligations; 


the figure exceeds 45 per cent. In Belgium, where the 
volume of foreign trade transactions in relation to total 
transactions is particularly high, adequate reserves are a 
prerequisite to the harmonious development of economi 
activity. No privilege or special right is conferred on 
bearers of banknotes or owners of other claims against 
the Bank. The minimum gold cover is, primarily, of 
economic significance. In the event of a balance of pay- 
ments deficit, the legal provision would induce the Bank 
to take, in due time, necessary action which it might 
otherwise have hesitated to take; and those unfavorably 
affected by the Bank’s measures would a cept them more 
easily. Thus the legal requirement for a minimum gold 
cover will, in practice, contribute:to economic stability. 

The Governor further explained that the new law does 
not introduce legal convertibility of the Bank’s notes. 
Belgium cannot take such a step alone. However, the 
Belgian franc is, in fact, already convertible. For any kind 
of operation with foreign countries, residents can obtain 
gold or U.S. dollars in the free market. The exchange 
controls that still remain are not designed to restrict trans- 
fers between the Belgian-Luxembourg Economic Union 
(BLEU) and other countries, but simply to ensure the 
application of various procedures prescribed by payments 
agreements between Belgium and its trade partners. Non- 
residents also have access to the Belgian free markets for 
gold and foreign exchange, with certain limitations. For 
example, residents in the EPU countries cannot convert 
into dollars their proceeds in Belgian francs from com- 
mercial operations with BLEU; without this restriction, 
BLEU would run the risk of accumulating huge claims 
against EPU, accompanied by a parallel drain on its 
gold reserves. 

The Governor stated that, because de facto convertibil- 
ity of the Belgian franc already exists, Belgium is in a 
position to establish de jure convertibility as soon as the 
principal countries also decide to take the same step. In 
order to facilitate the passage from de facto to de jure 
convertibility, the law of April 12 gives the King author- 
ity to terminate the suspension of the Bank’s obligation 
to exchange its notes against metal. Since, however, it is 
not known under what conditions convertibility will be 
established, the law empowers the King to determine other 
possible ways for the exchange or payment of the Bank’s 
notes. (For instance, at the Bank’s discretion, notes could 
be made convertible into gold, or into silver at its gold 
value, or into foreign exchange of gold standard.) 


In conclusion, the Governor stated that the unanimous 


passage by Parliament of the law of April 12 shows that 
all parties agree to submit their actions to the discipline 
needed for the lasting enforcement of the law. He empha- 
sized that, ultimately, this discipline implies that the 
Government, particularly in periods of high business 
activity, should cover its expenses by tax revenue or by 
borrowing on short term or long term with the exclusion 
of any kind of inflationary financing. It implies also that 
the Bank should be provided with all the necessary tools 
of action and allowed to fulfill, within the framework of 
its statutes, its technical mission of defending the cur- 
rency. The Bank’s responsibility is now clearly defined by 
the new law, and its possible scope of action has been 


increased. 


Source: Agence Economique et Financiére, Brussels, Bel- 


gium, May 28, 1957. 


Norwegian Economic Program 
The Norwegian Government has introduced in Parlia- 
ment an economic program for the period 1958-61, which 


} 


is based on the assumption of 


continued progress in the 
world economy. An average annual increase of 3 per cent 
in Norway's total output is assumed for the four-year 
period, although there are possibilities of achieving an 
even greater increase. The program also assumes a net 
capital of NKr 1,250 million (US$175 


million), and terms of trade equal to the average for the 


inflow of foreign 


years 1951-56. 

The Government believes that it will be necessary to 
maintain a high rate of investment in order to attain a 
satisfactory increase in output. Gross investment is 
expected to increase by 10 per cent in the period. Private 
consumption will also rise by 10 per cent and public 
civilian consumption by 12 per cent. Defense expenditure 
will remain unchanged. 

The Norwegian merchant marine, including the fishing 
fleet, which was 8.4 million gross tons at the end of 1956, 
is expected to reach 11.4 million gross tons by the end of 
1961. The expansion of the hydroelectric power system 
will be accelerated, leading to a 30 per cent increase in 


output in 196], 


compared with 1957. In the four-year 
period, 100,000 dwelling units are scheduled for con- 
struction. Investment in inland transport will be in- 
creased. Investment plans for the manufacturing indus- 
tries indicate that the largest increase in output will be 
in the export industries, especially those producing metal 
and chemical products. The Government will make great 
efforts to keep the domestic price level stable and will try 
to prevent the Norwegian cost level from increasing more 
rapidly than that of Norway’s major trading partners. 

source: 


Norges Handels og Sjofartstidende, Oslo. Nor- 
way, May 29, 1957. 


Norway's Balance of Payments 


Preliminary figures for the Norwegian balance of pay- 


ments for the first quarter of 1957 show that there was a 
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surplus of NKr 8 million (US$1.1 million) on goods and 
services account, including interest payments. In the 
same quarter of 1956, the surplus was NKr 47 million 
($6.6 million). Net donations received this year were 
NKr 2 million, and last year they were NKr 7 million. 

4 comparison between the two quarters shows that 
while exports, excluding ships, have risen by NKr 121 
million, or close to 10 per cent, imports have risen by 
NKr 304 million, or 18 per cent. Thus the trade deficit 


has about doubled. After increasing by 37 per cent 


between 1955 and 1956, net freight earnings in the first 
quarter of 1957 were 27 per cent higher than in the first 
quarter of 1956. 

The capital account shows an increase of NKr 108 mil- 
lion in Norway's net foreign assets. It is not possible to 
explain the difference of NKr 98 million between this 
amount and the surplus on current account. Total foreign 
borrowing was NKr 122 million, with shipowners account- 
ing for the main part. On the other hand, foreign lending 
was NKr 44 million and amortization of debt amounted 
to NKr 99 million. The foreign exchange holdings of 
the Bank of Norway, private banks, shipowners, and 


insurance companies rose by NKr 87 million ($12.2 


million) in the first quarter of this year. 


Source: Statistisk Sentralbyra. Aktuell Statistikk, Oslo. 
Norway. May 24, 1957. 


Banking Legislation in Iceland 


On May 17 the Icelandic Government introduced in 
the Althing three bills concerned with the banking system. 
One bill proposes that two departments of the National 
Bank of Iceland, the Bank of Issue and the Commercial 
Bank, which have been under the same management, be 
placed under separate management. The purpose is to 
separate the activities of the Bank of Issue from those of 
the commercial section. The Bank of Issue Department 
would be managed by five directors, one of whom would 
be appointed by the President and the other four by the 
Althing. 
managed by three directors. 

A second bill calls for making the Fisheries Bank a 
state bank. At present, the bank is a joint stock company, 
per cent of the stock; 


the bank itself owns 8.1 per cent, and others own 4.2 


The Commercial Bank Department would be 


with the Government owning 87.7 
per cent. The Government would be authorized to pur- 
chase the outstanding stock. 

\ third bill proposes that the procedure for electing 
the Board of Directors of the Iceland Development Bank 
be changed to conform with that of the other banks. 

New elections to the various bank boards will take 


place soon, 


Sources: Frumvarp til laga um Landsbanki Islands, 
Frumvarp til laga um Utvegsbanka Islands, 


Frumvarp til laga um Framkvaemdabanka Is- 


lands, Reykjavik, Iceland, May 17, 1957. 
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Extension of West German Dollar Liberalization 


The Government of the Federal Republic of Germany 
published on May 24 an additional liberalization list for 
imports from the dollar area; the new list contains 
approximately 500 commodities, mostly finished products. 
Among the additional items are certain chemical prod- 
ucts, cosmetics, rubber products, paper and cardboard, 
textiles, various garments, shoes, iron and steel products 
(except nickel alloys) that had not previously been lib- 
eralized, certain categories of automobiles, refrigerators, 
television sets, and light bulbs. 

The additional list has brought the effective liberaliza- 
tion percentage for private imports to 93.4 (base year 
1953). The gradual reduction of restrictions on imports 
from the dollar area is reflected in the increase of dollar 
imports relative to purchases from other areas; dollar 
imports have risen from 21 per cent of total German 
imports in the first quarter of 1955 to 25 per cent in the 
first quarter of 1956 and nearly 30 per cent in the corre- 
sponding period of 1957. 
Source: Neue Ziircher 


May 25, 1957. 


Zeitung, Ziirich, 


Switzerland. 


Yugoslav Industrial Production 


Industrial production in Yugoslavia during the first 
quarter of 1957 was 21 per cent higher than in the same 
period of 1956 and 15 per cent above the monthly average 
for the entire year 1956. Although the increase resulted 
from an improved supply of raw materials and energy, 
the rate of expansion also reflects the abnormally low 
level of production during the first quarter of 1956. 
The largest increases were in the electro-engineering 
industry (45 per cent), oil production and refining (44 
per cent), and ferrous metallurgy (36 per cent). Output 
of the textile industry rose by 22 per cent, of the leather 
and shoe industry by 17 per cent, and of the food process- 
ing industry by 11 per cent. 

Source: Nachrichten fiir Aussenhandel, Frankfurt am 
Main, Germany, May 20, 1957. 


Middle East 
Lebanese Foreign Trade in 1956 


The value of Lebanon’s imports in 1956 was LL 561.1 
million, and exports were LL 145.8 million. Thus the 
trade deficit amounted to LL 415.3 million. Imports were 
6 per cent, and exports about 20 per cent, more than in 
1955. Syria supplied about 20 per cent of total imports, 
the United Kingdom about 12 per cent, the United States 
about 11 per cent, and France about 10 per cent. All 
Arab League countries, including Syria, accounted for 
31 per cent of the imports, and Eastern bloc countries 
for about 3 per cent. Exports were mainly to Saudi 
Arabia and Syria, each country taking about 11 per cent 
of the total; 7 per cent went to the United Kingdom and 
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about 5 per cent each went to Jordan, the United States, 


and Eastern bloc countries. 


Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y., April 1957. 


Far East 
India’s Machine-Building Program 


The Government of India has decided to utilize a por- 
tion of a 500 million ruble credit offered by the Soviet 
Union in 1956 for the purpose of constructing a heavy 
machine-building plant, as recommended by a team of 
Soviet experts, and also for the manufacture of mining 
equipment. The two projects are part of a larger program 
approved by the Government to supply the requirements 
of the iron and steel, chemical, fertilizer, and other indus- 
tries, which it is estimated will cost between Rs 800 mil- 
lion and Rs 900 million, including a foreign exchange 
component of about Rs 500 million (US$105 million). 

The program includes three units (a heavy structural 
fabricating plant, a plate and vessel shop, and a heavy 
machine-tool factory ), recommended by the British Coates 
mission, as well as a foundry forge shop and an alloy and 
tool steel mill. The Director-General of the Federation of 
British Industries has indicated that British industrial 
interests are prepared to collaborate in establishing the 
three units recommended by the Coates mission. More- 
over, technical assistance under the Colombo Plan is 
expected in connection with these three units. Proposals 
have also been received from a West German group for 
credit facilities and technical collaboration in regard to 
the heavy machine-tool factory. Four countries—Czecho- 
slovakia, West Germany, the Soviet Union, and the United 
Kingdom 
shop project. 


have shown an interest in the foundry forge 
A special committee has been formed to 
negotiate and conclude suitable credit arrangements for 
all the projects except the two for which Russian assistance 
has been approved. 

The Indian authorities will also utilize a portion of the 
500 million ruble credit offered by the Soviet Union to 
finance four other projects: 
Korba coal fields: 


junction with the Neiveli lignite project in south India; 


the development of the 


erection of a thermal plant in con- 


the manufacture of methanol, in which the Indian Min- 
istry of Defense is interested; and the manufacture of 
optical glass. 

Sources: The Financial Times, London, England, May 10 
and 11, 1957. 


Thailand's Foreign Trade 


Trade statistics released by the Customs Department 
show that the value of Thailand’s exports in 1956 was 
equivalent to US$335.2 million, approximately the same 
as in 1955 ($334.9 million), and that imports were 
$361.9 million, about 13 per cent higher than in 1955 


($321.1 million). Thus Thailand had a trade deficit of 
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$26.7 million in 1956, in contrast to a surplus of $1 
million in 1955. 

Although rice exports still represented the largest pro- 
portion of total exports, they dropped to 41.5 per cent 
of the total in 1956, from 44.2 per cent in 1955. The 
proportion, however, was considerably below that re- 
corded for either 1954 (51.3 per cent) or 1953 (66.2 
The volume of rice exports fell to 1,239,000 


metric tons in 1956. from 1.248.000 tons in 1955. The 


per cent). 


second important export commodity was rubber, which 
accounted for 22.1 per cent of the value of 1956 exports: 
and the third was tin, accounting for 7.3 per cent. The 
total share of all exports other than rice, rubber, and tir 
rose from less than 25 per 
in 1956. 


On the import side, data for the first ten months of 


ent in 1955 to 29 per cent 


1956 show that manufactured goods accounted for 39 per 


oh. Machinery was 


cent of total imports, an all-time hi 
next in importance, accounting for more than 20 per cent 
of the value of imports. Other imports included mineral 
fuels and lubricants (9.9 per cent), chemicals (8.7 per 
cent), beverages and tobacco (2 per cent), and food 
(7.4 per cent). 

Sources: Bank of Thailand, Current Statistics, Bangkok, 
Thailand, January 1957: International Mone- 
tary Fund, /nternational Financial Statistics, 


Washington, D.C... May 1957. 


National Agricultural Credit Office in Viet-Nam 

4 National Agricultural Credit Office (NACO) was 
set up in Viet-Nam at the beginning of April 1957 by 
Decree 67 DT /CCDD. By this action, the credit functions 
in agriculture and the handicraft industry, formerly per- 
formed by the Service National du Crédit Agricole, Ar- 
tisanal, et Cooperatif and the Crédit Agricole Populaire, 
are now centralized in one agency. 

NACO is an autonomous body, whose broad objectives 
are to promote the development of the rural economy 
and to raise the standard of living of the people by 
granting loans with low interest. It is expected that it 
will develop eventually into an agricultural bank. 

The new agency will make loans in cash and will also 
give assistance by contributing equipment and the aid of 
technicians. The loans will be redeemed in cash over a 
6-18 month period for short-term loans and a 5-15 year 
period for long-term loans, starting with the year follow- 
ing the first one in which income is earned by the bor- 
rower as a result of the loans. The interest rate will be 
fixed by the Central Board of Directors of NACO,. but 
in no case will it be more than 1 per cent per month. 
Source: The Times of 


April 13, 1957. 


Viet-Nam, Saigon, Viet-Nam, 


Change in Taiwan's Diplomatic Rate 


The Chinese Government in Taiwan has changed the 


exchange rate for diplomatic receipts from NT$35 per 
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U.S. dollar, the rate that had been in effect since March 1, 
1957, to NT$34 per U.S. dollar, effective June 1, 1957. 
The diplomatic rate is a preferential rate allowed to 
foreign diplomatic or military personnel for the conver- 
sion of inward remittances, and it may be revised from 
month to month, if necessary. Since October 24, 1956, 
the rate has also been applicable to remittances from 
foreigners and overseas Chinese to Taiwan for investment 
purposes (see this News Survey, Vol. IX, p. 273). 


Japanese Cotton Textile Production and Exports 


The Japan Cotton Spinners’ Association reports that 
the output of cotton yarn in the first quarter of 1957 
amounted to 271 million pounds, about 4 per cent less 
than the postwar record attained in the preceding quar- 
ter but some 23 per cent more than output in the first 
quarter of 1956. Cotton fabric output was 867 million 
square yards, 3 per cent less than in the preceding quarter 
but 18 per cent greater than a year earlier. Exports of 
cotton fabrics, at 334 million square yards, were, however, 
8 per cent less than in the first quarter of 1956. The 
supply of cotton goods for domestic use, at 164 million 
pounds, was 22 per cent higher than a year earlier. 


It is estimated that yarn output during the second 
quarter of 1957 will exceed that of the first quarter, but 
that exports of both yarn and cloth will be lower. The 
Association states that restriction of output is essential. 
The Ministry of International Trade and Industry has 
already recommended that cotton spinners curtail produc- 
tion by restricting the hours of work to 16 per day, 
remaining closed one day each week, and working no 
more than 308 days a year. The Ministry wishes the 
plan to be adopted with immediate effect. Allotments of 
cotton would be cut for spinners who fail to adopt the 
plan. 

Source: The Journal of Commerce, New York, N. Y., 


May 28, 1957. 


Philippine Restrictions on Textile Imports 


The Philippine Central Bank has placed rayon cloth 
and dyed, printed, plain weave (woven with dyed yarns), 
other bleached, and piqué cotton fabrics on the unclassi- 
fied list of imports; commodities on this list are generally 
not granted any exchange allocation and are not eligible 
for barter under the No-Dollar Import Law. The recent 
measure has resulted in a virtual ban on imports of most 
types of cotton and rayon fabric from any souree. Cotton 
textiles which have been on the unclassified list for some 
time include unbleached fabrics, toweling materials, and 
weaving yarn. Rayon yarn and such specialties as plushes, 
velvets, velveteens, satins, tapestry, and upholstery mate- 
rials are not covered by the measure. 


The restriction on textile imports may have been partly 
motivated by the present low level of international re- 
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serves. Moreover, the local textile mills have been 


claiming that their output can meet the domestic demand 
for the items on the restricted import list. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 20, 1957. 


BALANCE OF PAYMENTS YEARBOOKS 


Volumes 8 and 9 


Two Yearbooks will be issued in the next 12 
months. Volume 8, containing the latest revised 
data for 1950-54, will be published as a bound 
volume in early 1958. Volume 9, published as a series 
of loose-leaf sections beginning in May 1957, will 
contain data for 1955-first half 1957. When com- 
pleted, Volumes 8 and 9, together with Volume 5, 
will provide a comprehensive record of the most re- 
cent balance of payments data available for the 
period 1947-first half 1957. 

Volume 8 


Volume 8, like Volume 5, will be a base book. It 
will contain the latest revised basic statistics for 
1950-54, with comprehensive explanatory notes, for 
about 70 countries; these data will replace those 
published in earlier volumes. It also will contain a 
systematic statement of the concepts and definitions 
employed throughout the Yearbook series. 

The 1950-54 data in Volume 8 will be given on a 
global basis only. Revisions of the regional classi- 
fications in Volumes 5, 6, and 7 will not be published, 
since the unrevised regional statements in these 
volumes provide for most countries an adequate indi- 
cation of the geographic distribution of their inter- 
national transactions. 

Price for the bound Volume 8 will be $5.00 (or the 
equivalent in other currencies). 


Volume 9 


Volume 9 will continue the loose-leaf system used 
for Volume 7. It will contain basic statistics, with 
explanatory notes, for the years 1955 and 1956 for 
about 70 countries; regional details for about two 
thirds of these countries; and figures for the first 
halves of 1956 and 1957 for the countries that report 
such data. In addition, it will include consolidated 
area statements for such country groups as the 
United States and Canada, the sterling area, OEEC 
countries, and the Latin American Republics; and 
summary statements, expressed in U.S. dollars and 
covering several years, for most individual countries. 

The first loose-leaf sections of Volume 9 were is- 
sued in May 1957 and the last will be issued in 
March 1958. Price for this volume, which will cover 
all the loose-leaf sections, will be $5.00 (or the equiv- 
alent in other currencies). A binder for filing the 
loose-leaf sections may be purchased separately for 
$3.50. No bound volume will be available. 


Address orders to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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United States 


U.S. Gross National Product 


The gross national product (GNP) of the United States 
in the first quarter of this year rose to an annual rate 
of $427.1 billion, only slightly higher than earlier esti- 
mates of the Council of Economic Advisers (see this 
News Survey, Vol. IX, p. 331). The rise was substantial 
in view of the fact that there was a net liquidation of $1 
billion in inventories, whereas in the fourth quarter of 
1956, $4 billion of total production had gone to inven- 
tories. Thus, the increase in production taken by final 
purchasers in the first quarter was $8 billion. More than 
half of the quarterly rise in GNP consisted of an ex- 
pansion in the real volume of goods and services, and the 
remainder resulted from price advances. Personal con- 
sumption expenditures, government purchases, and net 
foreign investment all rose. Government purchases, in- 
cluding those of state and local governments, were at an 
annual rate of $85 billion, $3 billion above the figure 
in the final quarter of 1956. Gross private domestic in- 
vestment fell from $68.5 billion in the fourth quarter to 
$63.3 billion in the first quarter, reflecting the fall in 
inventory accumulation. New construction and purchases 
of producers’ durable equipment were about the same 
as in the fourth quarter. 

The Federal Reserve Board’s seasonally adjusted index 
of industrial production fell in April by one point, to 146 
(1947-49 = 100). The decline, which reflected largely 
the fall in automobile and mineral output, was the first 
since January and lowered the index to the level of last 
September. 

Sources: The Journal of Commerce, New York, N. Y.., 
May 15 and 16, 1957. 


Personal Savings in the United States 


Individuals’ savings in the United States rose to a 
postwar peak of $14.6 billion in 1956, almost double the 
$7.6 billion in 1955 and 13 per cent higher than the 
previous postwar high of $12.9 billion in 1952. The 1956 
increase resulted from a rise in personal income after 
taxes accompanied by a decline in spending relative to 
income and a slackening in the growth of debt.’ Com- 
pared with 1955, the largest increase in liquid savings was 
in securities, largely reflecting repayment of securities 
loans in contrast to an increase in such loans during 1955. 
Savings accounts, shares in savings and loan associations, 
and equities in insurance and in pension reserves also 
expanded in 1956. Growth in these assets was offset by 
an increase in mortgages and in consumer indebtedness, 
which, however, was much smaller than a year earlier. 
Source: The Journal of Commerce, New York, N. Y.., 

May 27, 1957. 


U.S. Consumer Credit 


Consumer installment debt in the United States in- 
creased by $259 million in April, compared with a rise of 
$307 million in April 1956. Installment debt outstanding 
at the end of April 1957 totaled $31.5 billion, which was 


$9 ] 


billion more than a year earlier. Other consumer 
debt, which includes single-payment loans, charge ac- 
counts, and service credit, increased by $253 million in 
April, thus bringing the increase in total consumer credit 
for April to $512 million. credit out- 
standing amounted to $41.0 billion in April, $2.8 billion 


more than in April 1956. 


Source: The Wall Street Journal. New York, N. Y.. 
June 3, 1957. 


Total consumer 


Resumption of U.S. Barter Program 

The U.S. Department of Agriculture has resumed the 
barter of government-owned farm commodities for stra- 
tegic materials from abroad. The program had been 
suspended temporarily on May 1, pending a general 
policy review (see this News Survey, Vol. IX, p. 355). 
With its resumption, the program will be subject to a 
requirement that, before a barter contract can be con- 
summated, the contractor must prove that the transaction 
will not displace U.S. farm exports for dollars. The new 
provision is expected to result in a drastic reduction in 
activity under the program. 
Source: The Wall Street Journal, New York. N. Y.. 

May 29, 1957. 


Latin America 
Trade Agreements Between Bolivia and Brazil 


A bilateral trade agreement between Bolivia and Brazil, 


which includes lists of goods to be sold by the contracting 


parties, was signed on February 23 by representatives 
of the two Governments. A second agreement provides 
for the establishment in Brazil of a free trade zone for 
Bolivia at the port of Santos. This agreement will enter 
into force 60 days after an exchange of ratifications 
and will continue in force for one year after either Gov- 
ernment has indicated its intention to terminate the ar- 
rangement. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., June 3, 1957. 


Other Countries 


Australian Mineral Output 


The Australian Minister of announced on 


Supply 
May 20 that the value of mineral production now exceeds 
£A 200 million. He forecast that income from mineral 
production in Australia will soon exceed the wool check. 


Source: The Financial Times, London, England, May 21, 
1957. 
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New Zealand Trade Agreement 


An agreement between the Governments of the United 
Kingdom and New Zealand, signed in London on May 28, 
modifies the Ottawa Agreement of 1932, under which the 
United Kingdom had the right to impose quantitative 
regulations on imports of dairy products from New 
Zealand if U.K. imports of these products from all other 
sources were similarly regulated. The United Kingdom 
has now undertaken to allow butter, cheese, skim and 
butter milk powders, casein. and chilled and frozen 
pork from New Zealand to ve imported without restric- 
tion during the next ten years. The new agreement also 
provides for annual consultations in November of each 
year on agricultural and marketing policies and on the 
food import policy of the U.K. Government and for con- 
sultation when necessary on the needs of the New Zealand 
meat trade. 


Source: The Times, London, England, May 30, 1957. 


South African Gold Production 


South African gold production in the first quarter of 
1957 amounted to 4.103.825 fine ounces valued at £51.1 
million, compared with 3,768,250 fine ounces worth 
£46.9 million in the same quarter of 1956. The rise in 
output was more or less equally shared by producers on 
the Witwatersrand and in the Orange Free State (OFS). 
Output of the Witwatersrand mines increased by 174,567 
fine ounces, or 5.9 per cent, to 3,119,264 fine ounces; 
production of the OFS mines rose by 162,075 fine ounces, 
or 23.2 per cent, to 860,028 fine ounces. This latter rise 
occurred despite the temporary abandonment of opera- 
tions in one of the mines, where production prior to the 
flooding of the mines averaged about 48.000 ounces per 
quarter. 

The number of African workers employed by the Wit- 
watersrand Native Labor Association was 342.840 at the 
end of March 1957, or 5.633 more than at the end of 
March 1956. 

The Standard Bank of South Africa, The Stand- 
ard Bank Review, London, England, May 1957. 


Source: 


South African Money Market 


Union Acceptances, an organization established in the 
Union of South Africa toward the end of 1955 with a 
paid-up capital of £500,000 supplied by South African 
interests, has published data covering its first trading 
year. These figures show that as of December 31, 1956 
the company had borrowed £2.8 million on short term, 
held a bill portfolio of a little under £2 million, and had 
acceptances outstanding of £3.3 million. A large propor- 
tion of the bills drawn upon Union Acceptances has been 
discounted by the local commercial banks, some financial 
institutions, and a number of commercial and industrial 
houses. Press comments note that the establishment of 


the company has been a success, and that the embryo 


money market which it has created in South Africa may 
be expected to develop fairly rapidly. The authorities 
in South Africa have made a substantial contribution 
to this work by agreeing that the Reserve Bank would, 
in time of need, rediscount approved bills of exchange 
accepted by the company, and by introducing during 1956 
a quantity of treasury bills in bearer form and in such 
denominations as £50,000. 

Source: The Financial Times, London, England. May 29, 

1957. 


Uniform Price Policy for Rhodesian Copper 


The two mining concerns which control copper produc- 
tion in Northern Rhodesia have agreed on a joint pricing 
policy for copper. Details of the agreement will be pub- 
lished later. 


which will be established will change less frequently than 


It is understood, however, that the price 


the London Metal Exchange price, which changes daily, 
although it will be related to that price over a period 
of time. One of the two concerns introduced a fixed 
price policy two years ago, and it is presumed that 
the new scheme will be along similar lines. 

Furthermore, one of the concerns has decided to cut 
output of two of its mines by 10 per cent as from June 1, 
1957. The concern has stated that it has no intention of 
altering any of its long-term development plans; and 
other copper mines in Northern Rhodesia have indicated 
their intention of continuing output at the present rate. 
The cutback in the production of the two mines would 
amount to 18,000 tons per year (total Rhodesian output 
was 384,000 tons in 1956) and is “designed to show the 
determination of some producers that the copper price 
should not be forced through the floor by the existence 
of a marginal supply.” 

Copper prices on the London Metal Exchange declined 
from a peak of £437 per ton in the spring of 1956 to 
£300 at the beginning of 1957 and £236 on May 30 of 
this year. 
Sources: The Financial Times, London, England, May 30 
and 31, 1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





